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The Year’s Accomplishments 
Iligldij$th 01‘ LX OI-E, by (;:I( 1 tli\%ions mcl regional offices, 
~nclutlin:;: ;I tink~linc c )f nixjol r~porb md mngressional testimonies. 
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Financial Information 
G.40’5 hianci;d statctncnts for tlic year ending 
Seprenilx~ 31. 1990. along bit11 rcport~ of independent auditors. 
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THEOCTOBERWJO 

HELPCONSTRAIN THE 

DEFICIT. B1:TWILLW NO 

MI!CH l?JM,AINS TO 

Comptroller 
Genesal 

First, it v,xsn’t ghng ‘my better. Five 
years follo\ving pa%$$e of Gramn-Rudmdn- 
fIol]ingx. thv govrrnment w;is no cioser tllan it 
hacl been to balancing thr: hoohs. 

~econtl, the hemorrhagr of red ink 
leas depriving la\\,makcrs of both the flexibility 
and the resources to respond lo national 
problems. The deficit WI:, gettmg in the way 
of govrrning. 

Third, and perhaps most significant, 
the long-term economic security of the United States was in jeopardy. The prospect of an 
endless piling-on of debt held xerious 
implications for domestic savings and 
investment. Over the long run, it meant slower 
gromlh, a weakened competitive position in 
the world economy, and an eroslon of the 
nation’s standard of living. 

The new resolve to deal earnestly 
hvith the budget crisis was spurred by a series 
of progressively troubling deficit projections. 
The Office of Management and Hudget !OMB) 
estimated in January 1990 that the fiscal year 
1991 baseline deficit would total $100.5 billion. 
An update in July made it $231 billion. Still 
another. at the time of the September Budget 
Summit agreement, made it $294 billion. In 
just 9 months, the anticipated federal budget 
deficit had /ripLed, with no letup in sight. 

People were becoming aware of 
another fact as well: Even the highest deficit 
projections understated the size of the problem. 
The projecrions were arrived at by merging the 
enormous deficit in the government’s 
operating, or general, fund with the surpluses 
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in the Social Security and other retirement trust 
funds, The effect was to mask the vast 
structural general fund deficit-no mere $294 
billion, hut in reality. more than $400 billion. 

Interest paymenrs on an ever- 
expanding national debt-which already 
exceeds $3 trillion and could IX headed for $5 
trillion by 199Pare claiming an inordinate 
share of the government’s revenues. Ten years 
ago, debt senice consumed 21 percent of 
genera1 fund income. Today, 39 percent. Debt 
service is the fastest growing federal 
expenditure. Hy 1992, defense spending 
(excluding Operation Desert Shield) will no 
longer he the biggest item in the federal 
budget. Debt service will. 

Expressed as a percentage of Gross 
National Product (G%), the federal budget 
deficit has doubled every decade for 40 years. 
Genera1 fund receipts have dropped as a share 
of GIKP; general fund outlays have grown. So 
ir is in the genera1 fund-where revenues now 
cover only 67 percent of expenditures-that 
the structural imbalance has developed. 

The October 1990 budget legislation 
will help constrain the deficit. but will by no 
means eliminate it. Certain anticipated costs 
are not subject to the spending caps provided 
by the legislation. For example, the cost of the 
savings and loan rescue continues to rise. The 
eventual cost of Operation Desert Shield is 
unknown. In addition, the economic 
assumptions on which the budget agreement is 
based-such as projected interest rates and 
rates of GNP growth-are extremely optimistic, 
especially those covering the fourth and fifth 
years of the agreement. The legislation itself 
comes late and doesn’t go far enough. 

Yet the fact remains that an agreement 
u.jus reached. and that the nation’s leaders did 
not abandon the politically painful task of 
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In all, WC issueil 92 I reports to the 
Congress. conqxional ~onxiiittecs, and 
individual mernbrrs; 54 reports to federal 
agency officials; and over 3,500 legal opinions. 
We continued, as alwys, to ;Lssess the cwt and 
effectiwness of federal programs: During fix21 
year lW0, our work contributed to Iqjslati\:v 

and executive actions resulting in over $15 
I,illir)n in mcnsurat~lc financial bencfits to 
the gc bwnment. 

Our Awrlral Kc;oot~ pictures almost all 
the GAG staff mcmhvn xvho testified this pr 
before the Corqrew The); fill a lot of 
photographs. That they- do is 3 measure of the 
rvolution of GAO--hotly the broadening of our 
responsihilitie:, and the qansion of our 
capadrv to meet them. Ir comt’s down to the 



quality of our people-not just of the 70 GAO Financial Information 
staff memhers bdio testifid 3 total trf .jM times Our report’s final section consists of GAO’s 
in fisd year 1990. or of the 100 or so v:ho fiscal year 1990 financial statements. We think i 
acconqmied them in their appe;u-ax~~s hefore every major federal agency should product ;I 1 / 
the Congress, hut of the several thousand v,$o set of audited financial statements each year. 
corXritmxl diwtly to the tXii~nt dour mission. The reason is simple: l<eliahle financial 
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systems and the data they produce are essential 
to respr)nsiHe financial mdnagement. This 
year, for example. we compkted an 
examination of the Air Force‘s financial 
statements, the first such statements ever 
produwd by a military service hrdnch. What 
rye found were billions of dollars in misstated 
costs. major internal control weaknesses. and 
extensi\!e financial management deficiencies. It 
is newr enjoyable for an agency to bring its 
problems to light. but doing so is the first, 
essential step toward solving them. Recognizing 
this fact, the Congress passed the Chief Financial 
Officers Act of 13905 requiring a set of pilot 
financial statements and auditi for 10 departments 
and msjor component agencies. Some federal 
&tie.+-among them the Department of 
Veterans Affairs! the General Senrices 
Administration. and the Social Security 
Administratio~alreaciy prtxluce audit.& 
financial statements regularly. Othersought 
to as wd 

The Chief Financial Officers Act 
contains a variety of important reforms. The 
act establishes, within OMB, a Deputy Director 
for Management and an Office of Fe&-al 
Financial Management headed by a 
presidentially appointed Controller it 
establishes Chief Financial Officers in the 
federal departments and nine major agencies 
who are also presidentially appointed. And, 
among other things, it requires the conduct of 
long-range planning to guide financial 
management improvement. 

Financial management reform holds 
the promise of real progrvss in the way the 
federal government operates. But it also has 
special significance in light of the w-eakening of 
public confidence in government that the 
budget proMem has provoked. The whole 
budget crisis, after all, is about money, Over 

the long haul, regaining the taxpayers’ 
confidence in the way their money is being 
handled can be achieved only by putting 
reliable financial systems in place throughout 
the government. Only then. when 
policymakers can see exactly where \ve are 
and how WC’ are doing, will they be able to 
decide responsibly where we ought to go and 
how we can get there. 

One more word on the deficit. There 
is reason to be encouraged now that so mart); of 
the nation’s leaders are willing to struggle with 
the deficit dilemma and hammer out a 
compromise. The nation is not done with this 
problem. But there is, at last, some room for hope. 
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In fscal year 1990.. . 
the Congrw and the IT~Ier:rl Deposit 

Insuranw Corporation rcspondcd to an AFMD 
\I’;lrning that l+ank Insurance Fund reserves 
\-vtx clangeroiisl~ loLv! taking steps to increase 
thy ibid’s restmex 3nd implement other 
reforms to guard against potential shortf&. 
Sbnilarly-, the IxpoII-Import bank estatWled 
rese~es to (‘over AFIviD-identified IOYXS on its 
portic~lio of foreign loans. 

+d-WD provided the Congress with the first ,_ the Congress cut $1.3 billion from the 
warning that the sa\:ings ;~nd loan crisis could Defense budget after AFMD found that DOD 

cost up to $500 billion and that funds provided 
to the Resolution Trust Corporation would not 
cover these costs. 

AFMD completed the Air Force audit-the 
largest financial audit in history and the first 
financial audit of a military service. AFMD’s 
examination of Air Force financial statements 
disclosed billions of dollars in misstated costs. 
major internal control weaknesses. and 
extensive financial management deficiencies. 
As a result, the Department of Defense (DOD) 
received support for its management 
improvement initiatives and acknowledged 
financial management deficiencies in other 
DOD components. 

. AFMD issued a study documenting the 
government’s exposure in credit assistance and 
insurance programs al more than $5 trillion. 
The Office of Management and Budget began 
to monitor these exposures, and the Congress 
took action to control loan guarantees and 
government sponsored enterprises. 

Highlights of 
GAO Reports & 
Testimony 

In k’iscal Year 1900, GAO pre- 
pared I)? 1 reports to Congress. 
congressional committees. and 
inclic-klual members; 54 reports IO 
tedtml agency officials; and owr 
j.iOO kg;11 decch-~~ and opin- 
wns (XI ;dso testified 306 times 
Iwforr cwqqrssional cr~mmittees. 

The following lisr of selected 
reports and testimonies reflects 
the range of significant issues 
with which GAO was involved 
over the course of the year. 
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MILITARY PRESENCE: U.S. 
Personnel in NATO Europe 
\ ilVV I’]““L” (,I tlw I ‘.S tllikq p""' 

c'lli <' 111 llli. l-i u,1 I'0 ir)tlnlllL-h 1lw 
In,!: I’F’I 1 zxl~\I)-~~(I- I) 
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Infkcalyear1990... 
responding to growing concerns over the 

costs and C;IWXS of rhe savings and loan crisis. 
as well as the financial con&don of commer&l 
hanks. WI) rtxunmencied m the Congress 
WI)-s of improving the safety and soundness of 
I’.s. financial institutions and markets in order 
to help better praecr investors. 

on behalf of the Congress, GGD monitored 
the planning 2nd conduct of the 1990 census. 
and reu~mmended actions that resulted in 
fituncial Iwiefits of about $36 million. 

the Gentxtl St~~ices Administration and the 
Government Printing Office began making 
management itnprovcnvWs after deficiencies 
were lxought to light hy GGI>‘b general 
mdnagernmt rcvieivs. 

3 GGLI report required by the Immigration 
Reform and Control Act noted hat the 
employer sanctions provision of the law had 
prompted 3 widespread pattern of employment 

GENERAL SERVICES 
ADMINMXATION: 
Sustained Attention 
Required to Improve 
Performance 







Infscalyear1990... 
acting on I1KD rccolnInrnd~iticJns, the 

Congress and HHS took steps to reduce the 
governmen~‘s Medicare cwts for fiscal years 
1990 and 1991 by over $1.2 hillion. One HKU 
review, for example, kd the Congress to put 
limi& on Medicare payments to suppliers of 
home- dialysis equipment. resulting in financial 
benefits to the government of $276 million. 

also acting on IIRD recommendations. \;A 
took steps to recover from private insurers its 
costs for services to nt)n-sen’lce-connected 
veterans-an action that could lead to 
recoupments of about $230 million in the next 
2 years. In addition, the Secretary of VA. 
responding to the initial findings of HKD’s 
general management review of thtx Department, 

developed 3 strategic management plan to 
improve Y4.s provision of wvices to 27 
million veterans. 

the National Institutes of Health (NIH) 
adopted all of HKD’s recommendations to fully 
implement :I policy of exouraginp the 
inclusion of ~vomrn in study populations LIW~ 

in NIH-funded rexwih. 

. swerdl health care professionals cited 
HKD’s study of infection control programs in 
government and priEltr acctor hospirals as the 
foremost study of the suhjwt in recent times. AS 
part of the smdy, 3 list b::is prepared of the 
factors contributing to the successful control of 
infection; the list WSI~ reprinted by GAO and 
distributed to the more than 5!400 member 
hospitals of the American I lospital,4ssocintion. 
In addition. a SparA Impage edition ~5 
provided to an international infection control 
symposium in Mexico and clistrihuted 
internationally- hy the World Health 
Organization. 

the Social Security Administration (%A) 
completed a &year 17.000-l”)sition reduction in j 

GCWXNMENTFINANCIAL 
WLNERABIXSTY: Fourteen 
Areas Needing Speciai 
Review 

ELEcrRoNIc FUNDS 
TRANSFER: Oversight of 
Critical Banking Systems 
Should Be Strengthened 
(;i\vn tiw international txmkq 
indust& s rdi:mcc on Ilwic system 
for Cl trillion in tranxfer-s cwry day, 
GAO Ix41i’~es ovwight efforts dwuld 
Ix’ irllw,4i~cl (iX31’1:C-I)tJ-l+) 

FINANCIAL AUDIT.: Farmers 



its work force. A series of HKD reports 
throughout the period downented the fact 
that SSA4’4’s services overt’ nor being impaired, 
and persuaded the Congress that the cuts 
should not 1~ cwt&d. The financial txnefits 
to the government amounted to about 
$1.1 hiliion. 0 
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FINANCIALAUDIT: Air 
Force Does Not Effectively 
Account for Billions of 
Dollars of Resources 

HAZARDOUSMATE~: 
Inadequate Safeguards over 
Sales Pose Health and 
Environmental Problems 

TAX SYSTEM 
MODERNIZATIONi IRS’s 
Challenge for the 21st 
Qntury 

xekmg postxxwdxy education. 
(T-HKI>-OO- 13) 



Infiscalyear1990... 
1 IMTEC’s wide-ranging reviews of ADP 
acquisitions resulted in financial benefits to the 
go\-ernment of nearly Sl.1 billion this year. 
IMTEC reports on major systems acquisitions 
that were poorly planned or designed. such as 
the multibillion-dollar systems for the Strategic 
Defense Initiative, the Forest Service’s 
nationwide geographic information program, 
and the Federal Aviation Administration‘s 
computer resources project. led the Congress 
and the agencies to delay or improve these 
procurements. 

the Federal &serve corrected a number of 
internal control v+wknesses in its electronic 
funds transfer system, which processes over 
$250 trillion in transfers for the banking 
community each year. IM’IK had identified 
these weaknesses for the Federal Reserve and 
warned of their effects on the system’s security 
and operations. 

LAWN CARE PF.sTICIDB: 
Risks Remain Uncertain 
While Prohibited Safety 
ClaimsRemain 
IT4 is clr,ing little to protect con- 
wmrr5 from false and misleading 
claims nude hy the Ian pesticide 
incluitry (RCED-V-131) 

SPACE OPERATIONS: NASA 
Is Not Properly 
Safeguarding Valuable Data 
from Past Missions 

Magnetic tapes contaming scientific 
cba from more than 260 NASA space 
missions face a serious risk of lxcorn- 
ing unusdde due to deploraldc strrr- 
age conditions. ~IMTEG9U~I) 

U.S. WEAPONS: The IQW- 
Intensity Threat Is Not 
Necessarily a Low- 
Technology Threat 
GAO cxaminrs the recent hisroy of 
low-inrmdy v-arfrue and the technol- 
OR q&l for this type of conflict. 
(PEMD90-15) 



following IMTEC recommendations. the the Securities and Exchange Commission 
Internal Revenue Service. rhe Resolution Trust and some stock exchanges took steps to 
Corporation. the Department of Veterans Affairs, improve security in the exchanges’ automated 
and the 11.5 Coast Guard all took specific ir&matiun networks after IMTEC reviews 
organizational and policy a&on5 to impro\c pointed out the possibilities of 
the planning and management of their security intrusions. 0 
information resources systems 
and programs. 

SECURFTIES TRADING: 
Action Needed to Address 
National Market System 
issues 

DEFENSE BUDGET: Comptrrrller 
Central Charles .4. Hobsher on 

defense yxnding and program issues 
in rhe BSCJI year 1991 budget. 
f-r-NSIAl)-W-18) 

FOOD SAFETY & QUAIJTY: 
IIwcror of FwJ & Agririculture Issues 
John vi. Harmx on the dforts trf Five 
Latin :\merican countries to meet 10. 
requirements on imported prodwe. 
~T-IKEI)-W57) 

COMPREHENSIVE QUALITY 
MANAGEMIW: Director of 
lntrmational Trade and Fmance 
Issues Allan I Mend&&z on the 
qact ofcomprehensiw quahty 

management qxterns on AMIYXXII 
compames. CT-KS14D-90-X) 

MJLlX4BY HEALTH CARE: nirector 
ofFudera1 Health Care Ucliwry 
Systems Issues bvid P. Haine on 
ac~es,~ to health cacc at overseas mlli- 
tat-y hosprtals. (‘I‘-HRI>-90-10) 

MILlTARY PROCUREMENT: 
Director of Research, Acquisition. and 
Procurement I.ssu~s Paul F. Math on 
legislative proposals tr) establish a 
professlona~ acquisiticln corps in each 
military service. CT-MIAD-90-27) 
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NSIAD continued to examine the cost 
grom~h. delivery schedule slippages, and 
operational capcities of many major weapon 
systems now in clevelopmcnt or production. 
MAD evaluators found that some systems- 
the F-1 Uomher ;md the Apad~ Helicopter. for 
example--ln:ici been rushed into production 
v+%hout adrquare testing antl, as a result, had 
signifiant operational shortcomings. MAD 
cautioned that producuon of other systems- 
among them the E-2 Hornher. the C-17A 
aircraft, and the Advanced Combat System for 
Submarines--1lucl ken scheclulecl along 3 
similar pattern. 

actions in response to IWAD 
recommenclations resulted in about $8.8 Mlion 
in measurable financial knefits to the IJnited 
States. For example, NSIAD recommendations 
led the Congress to pare the fiscal year 1990 
Ikfenstr budget 11): S.375 million for Airborne 
Self-Protection Jmmers for Air Force md Navy 
aircraft and by S’OO million for ammunition 
for the Army. 

1990 FARM BUL: 
Opportunities for Change 

CKEDIT MANAGEMENT: 
Deteriorating Credit Picture 
Emphasizes Im~rtance of 
OMB’s Nine-Point Program 
Ih.~p~e XI Inutfawl emphasis ly 
kdud q~nuri on cletlll inxxige- 

NAVY SHIP!% Status of 
SSN-21 Ship Construction 
prosram 





production of the lJ.S./German Kolling 
Airframe Missile was terminated as a result of a 
joint i%IMh’Germdn Court of Audit review of 
the program, resuking in financial benefits for 
the Ilnited States of about 3% million during 
fiscal year 1990. In fiscal yeur 1991. knefits 
wili amount to about $70.5 million for thr 
United States and about $90 million for 
Germany. 

NSIAD’s examination of aid to Somalia led 
the Congress and the administration to cut these 
programs by abr jut S65 million. 

1 
responding in part to NSIAD’s questioning 

of the cost-effectiveness of developing the 
Orbital Maneuvering Vehicle, NASA terminated 
the program and avoided estimated future costs 
of about S476 million. 0 

PEACE CORPS: Meeting the 
Challenges of the 1990s 
The Ihce Cop cvten its linlnh 
clwxle king st’mus prot~lems in 
rrcruiting, asigning. and keeping 
\dutwvrs. UWAIXWI22~ 

TRADE and HEALTH ISSUES: 
Dichotomy Between U.S. 
Tobacco Export Policy and 
Antismoking Initiatives 

~hdc disctrurapg sndung in tlw 
1 inited States, the t’rder:ll govcrnmenI 
proinotea rhc sdlc of 1. 5. clprcttes 
overwas. lNSIAI)-00-190) 

~.- 
NATIONAL COINAGE 
PROPOSALS: Limited Public 
Demand for New Dollar 
Coin or Elimination of 
the Penny 
Whilt rhc 1 nltcd SLWS could porcw 
tially i3w :11wu1 S.318 million annd- 
ly hy rrpl,ir@ cloll;rr hills n~rh coins. 

TRAMNG STRATEGIES: 
Preparing Noncollege Youth 
for Employment in the U.S. 
and Foreign Countries 
Compared with Englxd German);, 
Jqun. ;wl Suwlrn, tlic Inircd States 
give insufficient attmtion It7 employ- 
nwnt preparation for noncolle~e 
yolltil IHKI)-90-w 
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In fiscal year 1990 . . . 
the cancellation of the Bigqe bomb 

weapon system, under a bilateral accord 
between the United States and the Soviet 
Union, culminated over 4 years of PEMD 
evaluations and reports on the program. The 
termination of this highly problematic weapon 
system will result in financial benefits for the 
United States of alxwt SihO million. 

I  the Office of Personnel Management and 
the Merit Systems Protection Board 
implemented PEMD recommendations for 
evaluating the quality of the federal work force. 

the Department of Agriculture began to 
target its outreach efforts under the Food Stamp 
program toward specific populations of eligihlc 
household participants. PEED had 
recommended this action. basecl on an 
emluation finding tht the Department was 
using a “blanket” approach to outreach-a key 
reason that only ahout 50 percent of eligible 
households were participating in the Food 
Stamp program. 



PEMl> findings on the number of losses that 
could be expected among low-income housing 
units clue to the process of mortgage 
prepaymrnt under the Housing Act prompted 
Iq.$slation to provide incentives for owners of 
these units to stay in the program. 

. PEMD findings and recommendations 
concerning the public health risks of certain 
medical devices became the bases for many 
provisions of the Safe Medical Devices Act 
of1990. 0 

TELJZCOlHMUNICATIONs: 
Follow-up National Survey 
of Cable Television Rates 
and Services 

PROMISING PRACTICE: 
Private Programs 
Guarahxing Student Aid 
for Higher Education 



In fmal year 1990. . , 
the Department of Transportation. acting on 

a long-standing KCIlD rwommenda~ion. issued 
a comprehensive Narional Transportation 
Polic!~. In addition. the Federal A\:iation 
Administration fo~k~%~d KCI-D 
recc ~mmendations to improve security measures 
at h&risk foreign airports and to ensure thv 
ainlorthiness of aging aircraft. Also in response 
to an RCED recommendation, the bational 

Highbvay Traffic Safety Administration began 
requiring that light trucks and vans be equipped 
with passive restraints-a ruling that is expected 
to save some 2,000 lives each year. 

RCED advised the Congress and the 
Department of Energy on the need for a 
national energy strategy, focusing on such 
issues as the Strategic Petroleum Reserve, 
demand restraints on oil! transportation 
efficiency. and the environmental effects of 
energy consumption. ln addition, RCED’s 
examination of the Exxon Valdez disaster and 
other oil spills contributed to Iegislarion 
requiring oil spill contingency plans. 

A variety of KCED studies documented the 
extent of the nation’s unmet environmental 
needs. RCED reported, for example, that EPA 
was not effectively monitoring the la\vn 
pesticide industv. KCED also reported that 
many water systems around the nation were 
violating federal drinking water standards, and 
that EPA enforcemenl Leas often ineffective. 

REWM HOUSING: 
Inefficiencies from 
Combining Moderate 
Rehabilitation and Tax 
Credit Subsidies 

of nomen in study populations 
r~l-tlKr)-9o-~H) 

PENSIONS: IIirector of Income 
SvcurlTy Issues Joseph F. Delfxo on 
tk federal gowrnm~nt’a trveriight of 
pension and rvclfxe funds. 
(7‘.HRII-9W’) 

AIRCRAFIY PRODUCllON: 
Uirector of Air l+xce Issues 
Nancy R. tiingshury on the status of 
the .4ir Force s C-17 aircraft program 
rI-?IS1h1~-90-49 

ENDANGERED SPECIES: Director 
of Ndturd Resources Mzanagement 
Issi1t3Jamos I)ufftb III on 3ssut3 
involving the &It <;raham red squirrel 
and the construcrion of ;I IIniversity 
of Arisona astrophysical fadi@. 
WRCEI>-9O-97) -. 
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. KCE!.l helped the Congress as it considered 
the 1990 farm bill. identifying potential 
improvements in virtually all aspects of 
American agriculture policy and ways of 
reducing the Department of Agriculture l)udget. 

the Congress studied legislation based on 
RCED proposals to UXUK the gwernment a 
fair return on the sale or use of minerals, 
renewable rewwxs such as timber and grazing 
rights, and other natural resource assets on 
federal lands. 

STRATEGIC DEFENSE 
SYSTEM: Stable Design and 
Adequate Testing Must 
Precede Decision to Deploy 
kc:i~ 15c of recent deign clungc~i 
:mtl indticicnt rv;lluaI~on pl;m4. ;I 

SPACE TRANSPORTATIONz 
NASA Has No Firm Need for 
Increasin@y Costly Orbital 
Maneuvermg Vehicle 

EMPLOYEE BENEFITS: 
Extent of Multi-employer 
Plan Retiree Health 
Coverage 

~ .- ~~~ 
FINANCIALAUDIT: Federal 
Savings and Loan Insurance 
corporation’s 1989 and 
1988 Fiicial Statements 
If rhr economy suffus 3 downturn 
and intuest r;itcs rise. die to131 funds 



KLEII‘s findings that rental housing 
developers could realize excess profits led the 
Cqqw and the Department of Housing and 
Lrhdn Development to revise portions of tk 
low-income rental subsidy program. 0 

inclutle F:innie .Ilde. Frcddx MK 
x-d Sallie MM CT-GGl)-90-59) 
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auditing DOD‘s finances, and ewluatiny DOD’S 
automated information systems. For example. 
10 regional offiws and the 2 uverscxs offices 
provided staff to conduct fieldwork for the first 
financial audit of the Air Force, LOS Plngeles 
and Cincinnati rqional stnff examined 
problems relating to the P-2 bomber and the 
C 17 transport plane. Suff frtxll the Hoston and 
Norfolk Regional Offices x isited b&y shipyards 
and defense contractors in their areas. 
reviewing cost and schedule problems related 
to such major nwpon s);stems as the SSK-21 
Seawolf sulxxarinc and the DDG-51 Aegis 
destroyer, The Kaxas Ci& Regional Office 
documented the difficulties of mainraining the 
Apadw helicopttx Staff from Chicago, Detroit. 
and Philadelphia looked into the Army’s 
procurement of’ supplies. such as chemical 
protective suits, ammunition. and spare parts. 

staff from the I~un~pr;in Off& (located in , L 
Frankfitrt-r) and the Far I~a,st Office (located in 
Honolulu) revicxwl the oversws operations of 
the Peace Corps. compared the health we 
practices and job training programs of other 
nations with those of the ITnited States. and 

MANAGEMENT OF VA: 
Implementing Strategic 
Management Process Would 
Improve Service to Veterans 
(; ,40‘s Illdn;igt’nlt’nI rciiew of!?\ 
c dt’cl-s :I secrcuiial-Iv\ cl itralqic mm 
.iy.mx~nt prmw5 tlxit muld Ix xl;q~lb 
c.d to the ilqmmunt. 
IIIKI)-‘i~lLllr’)l 



BANKMSURANCE FUND: 
Additional Reserves and 
Reforms Needed to 
Strengthen the Fund 
‘l’hc mur:mcc i‘uncl 1113~ nut he suifi- 
cic‘txl~ cqWi& to dul with poten- 
tial t-rank f;durcs in the event of,1 
wccs~ic~n C ~\F!blD90- IIN) 



THE BUDGET DEFICIT: 
Outlook, Implications, 
and Choices 



homeless; and the Los Angeles staff studied the 
activities of the F&ral Housing Administration. 

congressional hearings were held in Ntrn 
York, Pennsylvania, 2nd Ttxas on the field 
operations of the 1990 census, making use of 
observations Iy GAO staff from the iYen: York, 
I~hiladelphrd, Kansas City. and Dallas 
Kcgional Officw 0 

of the Canh dm mt al dir I!nitd To request copies of these reports 
Mionh. ~‘I‘-USl.4D-90-63) and testimonies, please see the 
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WE I‘HIUK EVERY MAJOR 

1’KOI)LICE A SET OF AIIDITED 

FIN.4NCIAL STATEMENTS t!ACII 

YEAK. THE REASON IS SIMI~LE: 

RELIABLE FllYhNClAL SYSTEMS 

AND THE m7-A THE:? 

KESI’O~SIBLE ?iL;\YAGFMENI’. 
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Internal Controls 

.-__~. _ ~~. ~ ~~ .-.. -- ~ 

(;A0 m;~~n~;~in~ .I b!.slcm ot internal controls over its operations. The system is designed to provide 
rczon;~l>le ashur;lncc. at ;m appt-opriare cost, that GAO’s assets are protected, that transactions are 
propt’rl~ cs~~.~lteci ;md IWVI-ded. :md that operations are conducted in accordance with established 
policies :incl procYJurc’h. 

Redts from 
Financial Integrity 
Reviews 

~~ ~~ .-.~ 

GAO I.\ tirrnly c.ommittecl to the spirit and intent of the Federal Managers’ Financial Integrity ACT 
(FMFIA) of IW. GAO ha:, instituted a series of steps to ensure compliance with the act’s objectives. 
Tl10sc wps lrlCiLl& 

- 3 kJp Iec~i rnternsl (,ontrol advisory committee to provide policy oversight, review work in progress, 
and provide guidance in meeting the FMFIA objectives, 

l a management control plan to guide GAO’s FMFIA efforts and ensure that internal controls 
throughout the organization are evaluated, 

l a requirement that all GAO units test selected internal controls as part of their annual FMFIA self- 
assessments, and 

. a quality rcvlew system which evaluates adherence to GAO’s auditing and reporting standards, 
policies, and procedures. 

Tests of agency-a& internal controls are conducted over a 5year cycle. Three years have been 
completed. Work to date has resulted in strengthened internal controls and operational improvements in 
several arcas. These tests and the other steps we have described above, give us no reason to beljeve 
that GAO’s internal controls do not fully compiy with the internal control objectives of FMFLA 

An internal review of GAO’s accounting system found that GAO’s accounting system conforms in all 
material aspects with the principles, standards, and related requirements contained in Title 2 of GAO’s 
Policy and Procedures Manual for Guidance of Federal Agencies. However, certain areas in the system 
needing improvement were identified during the review GAO has an effort underway to bring about 
those improvements. 

As an integral part of their audit of GAO’s Financial statements, Price Wdterhouse issued separate reports 
on GAO‘s infernal control structure and compliance with laws and regulations Those reports, which 
describe thr scope of their reviews and testing and the resuks thereof, art’ on pages 45 and $5. 

As a result of steps taken by GAO to insure compliance with the ohjecdves of the FMFIA, the internal 
review of GAO’s accounting system and the work of Price Waterhouse, I am satisfied that GAO has an 
effective system of internal controls ol:,cr its operations. 

Assistant Comptroller General 
for Operations 
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Report of 
Independent 
Accountants 
on Financial 
Statements 

W:e h:w au&ted the accompanying strrtements of fkwcial position of the General Accounting Office. an 
agency of the Icgislative hnch of tk go~~ctnmcnt of the kited States of America. 2s of Srptember 30: 
1990 ancl 1989 and the r&ted statunwnts of operations and financing sowws and of changes in 
financial position far the ycxs thrn ended. These financial statements :IW the responsibility of the 
Gcntyal Acwunting Office’,s mxqement. Our rrsponsihility is to express an opinion on these financial 
statements Ixwd on our audits. 

In our opinion, the financi;ll statements autlitecl hy LIS present fnirly. in all material respects, the 
financial position of the Gcncral .Ac~cc)unting Office at September 30, 1090 and 1989 and the results of 
opentions rind the clmngvs in its f’inanci;rI position for the years then cndetl in conkxtnity with gcnerall~ 
accepted :Iccounting principks 





~ .~ _~~ ~ _ _ ~~~~~ -. 

U.S. General Accounting Office 
Statement of OperaGons and Financing Sources 
for Fiscal Years Ended September 30,199O and 1389 ~--- 

I990 19% 

5273,291 S258,211 

2.132 1,586 

1 ‘,‘)OO 17,377 

21.290 21,401 

15,869 12,730 

10,245 15,361 

3,644 i,K25 

3,685 2,833 

i.6.36 3.719 

7% 1,3X# 

$365,452 $339,461 

Financing Sources 

Apprqx-Miens expcnclrd S362.W s336,713 

Funds to Ix pro\;icled ly future 
appropriations 463 1,265 

Rents. reimiw3;lblc audits and other 
reimhursahle servk 10.684 10,129 

Ixss anwunts remittahlc 
to KS. Treasury (8,582) (8.676) 

~ .- ~--~ 
Total Financing Sources $365,452 $339,461 

l’hc accompqing notes are an integral part of the finsncial statements. 



-- -- 

U.S. General Accounting Office 
Statement of Changes in Financti Position 
as of September 30,199O and 1989 
Dollars in Dmsand7 1990 1M .~ 

Sources of Funds 

Appropriations and other financing sources $365,452 S339.461 

Increase in receivables. advances, and 
future appropriations due (1,977) CL4988) 

(Increa5eYdecrease in supplies inventory (44) 20 

Increase in liabilities 6:772 2,190 

Total Sources of Funds $370,203 -- $340,173 

Funds Used in Operations 

Operating expenses $365,452 S339,Gl 

Less expenses not requiring funds: 
Depreciation and amortization (5.636) (3.719) 

Loss on disposal of furniture and equipment (51) c%?lO) 

Total Funds Used in Operations $359,765 $335,362 

Other (Sources) and Uses of Fmds 

Increase in net assets $ (487) $ (26,174) 

Transfer of building and land 0 16,855 

Acquisition of furniture and equipment, 
and building improvements % 9,883 4.585 

~~-~ 
Net Other (Sources) and Uses of Funds $ 9,394 -- $ c 4,734) 

Total Uses of Funds $369,161 $330,628 

Increase in Funds with U.S. Treaswy $ 1,042 $ 9,545 

Funds with U.S. Treasq 
Beginning of year $ 46,769 $ 37.224 

End of year $ 47,811 $ 46,769 

The accompanying notes are an integral part of the financial statements, 
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Note 1. 
The Entity 

Note 2. 
summaly of 
Sign&ant 
Accounting 
Policies 



Note 3. 
Net Assets 
and 
Approptitions 

GAO operates in a fashion that does not rquire permanent capital, and its opcrdtions are not expected to 
generate an operating surplus or deficit. The composition of net assets is as follows: 

- 
i?ollun in 7hotlsarrds I990 1989 

,..-. 
Building and land Sli.602 $1G,L?O 

Other capitalized 3hbets lit.980 9.9M 

L nhquidated hligarions lX,ik 2,407 -, .- --- 

Total h’et Awrs $19,106 S4H.619 

The kxreaw in other capitalizctl asets from fiscal year 19Xc) to 1990 of $~,‘)97.000 resulted from purdxws 
of furniture. equipment and irnprovclmcnts less &preciation. 

Unliquidatcd obligations are represcntcd by purchase commitments. The decrease in unliquidatd 
obligations of 93.883.000 is explairwl in the following analysis of final ! ear 1990 appropriations: 



In addition to unliquidated ohligatmns, GAO had ;~vailable funds at Treasury at the end of the year to 
uwcr possil~l~ unrecognized otdigations relating to appropriations in fiscal year 1990 nf $221,000; in fiscal 
I;W’ 1983 of$l,470.000; and in fiscal yx 1088 of $itXj,OOO. As 3 result of changes required by the 
Nationd Ikfcnse Authorization Act for fiscal year 1991, (Pubk Law li)l-510. sec. 1405 (b)(3), dated 
No\emlwr 5. 1990) xnounts for wrgcd accounts priar 10 fiscal yw .I988 arc canctdtd as of 
Ikwnl~cr 5. 1090. 

The following schedule reconciles rpx~ting expenses, :LS inclutlrd in the Statement of Operations and 
Fixmcrng Swrces. to budgetary eqdltures. This reconciliation is presented to facilitate an 
underst:mding of the relationship and dif’fLwwzs bcr\vwn information presented in the financial 
st:ltcmcnts and Imlgetary information. 

Reconciliation to Budgetary Accrued Expenditures 

$367,267 $337,211 
.~-_~ 



Note 4. 
Funds With 
U.S. Treasury 

Note 5. 
Fuhwe 
Appropriations 
Due 

Note 6. 
Leases 

Note 7. 
Retirement 
Benefits 

GAO does not nlainrain cash in commercial Iyank accounts. Rather, its receipts and disbursements are 
processed 13): the MS. Treasuy. The halance of funds with the U.S. Treasury represents appropriated funds 
that are ayailahlc LO pay current liabilities mcl finance authorized purchasr comtnitttwnts relative to gods 
or services which have not hecn received. 

The Mancc of future appropriations due leprcscnts the aggregate of amounts that will tw included in 
future years’ ;Ippropriations to finance congreisionally authorized inng-term lidbilitics (annual Iu\;v and 
retirement Iwdits for Comptrollers Central). which art’ financed (funds appropriated) in the year payment 
ix rcquirecl. 

A. Operating Leuses 
GAO leases additional office space from the Ihwral Services Aclministration and the State Department and 
has entered into 1 arious other operating Icascbs for office communication ancl ADI’ equipment. These 1ea.w 
are canccMie without penalty. I,ease costs for office space ancl equipment for fiscd !;earh 1990 and I%39 
~rmcxlnt~tl to ;ipproximately $15.100,000 :mtl S15,5OO,OOO, respcctiwly. 

E Capital Leases 

A11 permanent employees participate in the contributory Civil Service Retirement Syrem (CSRS) or the 
Federal Employees Retirement System (FEW \\hich became effectiveJanuary 1, l’)HT. Temporq 
emplnyccs 3nd employees participating in FEKS 3rc covered under the I;edrral Insurance Contrilwtions Act 
(PICA). GAO makes matching contributions to the CSKS, FERS. ancl FICA and matches employee 
contributions to [he savings component of FERS LIP to i percent of basic p:y hut has no Milit!; for future 
payments to empkqw.zs under these programs. GAO’s costs associated with its employee rctirvment 
programs during fiscal years 1990 and 1980 amounted to approximately $ZH.130.000 and S25,250,000. 
respwtibely. 

Comptrollers General and heir sul-\-i\;ing beneficiaries who qualify and so elect are pait 
retirement Iwwfits hy GAO under 3 sep:lrate program. These befits arc funded from current year 
appropriations. Since GAO is rqonsihle for f&re payments under this program. the estimated present 
V;~~LW of future payments is includecl in fufurc appropriations due ancl other linbilities. The estimated present 
value of future payments ~2s Sl..+iO.OOO 3s of September 30. 1990 and is1.222,OOf~ ;15 of Sqemher 30. 1987. 



Note 8. 
Contingent 
Liabilities 

GAO has certain claims and lan:suits pending against it. Where claims are expected to result in payments, 
and the payment amounts can he reasonaMy estimated, appropriate provision has been included in the 
accompanying financial statements. In the opinion of management and legal counsel. the resolution of 
other claims and latwuits ~111 not materially affect the financial position or operations of GAO. 

Note 9. 
Trust and 
Other 
Governmentwide 
Functions 

GAO is responsible for conducting IWO trust functions for the fcdcral government: (1) administering Davis- 
Bacon Act receipts and paymrnts and (2) administering assets of .4mcricans \vho die abroad. GAO is 
accountable to the Congress 2nd the public for the proper administration of the assets held in the trusts. 
Trust 3set.s under administration hy GAO aggregated approximately s t.556.000 on September 30% 1990. 
‘These ;lssets are not the assets of GA40 or thy federal g,overnment nnd xc held for distribution to 
qqxopriate claimants. During fiscal year 1990 rcccipts and disbursements in these funds amounted to 
S1,5~0,000 and $1.32O,OOO. respectively. Since these trust assets and r&ted liabilities are not assets and 
li:lhilitics of GAO. they are not mclucltd in the accompanying financial statements. 

In addition to the trust activaies, GAO is also responsible for authorizing the payment of certain 
adjudicltcd and administratively srttled claims against the f&d govrmment from a special appropriation 
maintained h>, the U.S. Treawn; I)uring fiscal years 1990 2nd 1989> GAO authorized approximately 
Si2~.OOc).OOO zmcl $519.000.000 respectivdy. in claims for payment from this special appropriation. 



.I m;iterial weakness is ;I reportal& condition in which thv dwgn or operation of elements of the 
mternal control structure do not reduce to ~1. relrrtively low level the risk that errors or irregularities, in 
xnounts that muulcl he material in relation to the financial statements being audited. may occur and not be 
detected within u timely period hy employees in the normal course of performing their ;lssigned functions. 
Our ionsidcration of the internal control structure would not necessarily cliaclosc 311 mUti’f5 in tht. internal 
control struc‘rure that would lx mllterial \vraknews as defined ahuce. WC noted no mattvrh involving the 
internal control stnxture and it5 operution that wt‘ consider to he a material \x:e:tknr~s 35 defined. 
IIowewr, \iv noted cenain marten involving the internal control structure :md it.5 operation that hve have 
reported to management in a separate letter. 

I 

This report is intended for rhe information of GAO’s management. This is not intendd to limit 
the distribution of this report, which is ;I matter of public record. 

Vi’ashington, D.C. 
I&ember 14. 1990 



r\wl-ing cc~mplianc~ 1% ith law5 and regulations applicable to the G-40 is the responsibility of 
(LAO’5 nxmagcmcnt. ‘45 part of’ c+taining reasonable assurance ahout rvhether the financial statcmcnts 
NC h-cc oi m;~reriA mi.~~t:ltenl~nt. \\,c’ pcrfbnned tests of GAO’s compliance with pro\isitxxs of applicable 
I;I\v.~ wcl regulations noncompliance nith ivhich could have a material efftlut on the financial statements 
of tht- (;A(). Hoa-ever. our ohjectiw W;I~ not to provide an opinion on ovtx~ll vompliarw with 
such pm%ions, 

‘I’hr xsults uf our tehts intliczte that, with respect to the items tested. GAO complied, in all 
nuterinl rqlvcts. with the provisions of the laws and regulations rcferrcd to in the preceding paragraph. 
With r~spwr to items not tested, nothing came to our attention that caused ub to helirve that GAO had 
not wnplicd. in A1 anaterial rrspects, with those provisions. 

This report is intended for the information of GAO’s msnagement. This is nut intended to 
linilt clistr-ilxition of this report. nhich is :I matter of pui)lic record. 

Washington, D.C. 
December 14,1990 





Keyuests for the Col?zptrollw Gmeml ts 1990 
A1-~walKep~~rl, or for any of the other GAO 
documents mentioned in it, should IX sent to: 

U.S. General Accounting Office 
1’09 Office Box 6015 
Gdithershurg. h~dryhd 2.0877 

Telephone 202-275-6241 

Y 
‘Thr first copy of the Annual RqbotT is free. 
Subsequent copies are $1.25. 








